STATE OF WASHINGTON

ECONOMIC AND REVENUE FORECAST COUNCIL
Capitol Plaza Building, PO Box 40912 @ Olympia, Washington 98504-0912 @ (360) 570-6100

February 8, 2008

TO: Representative Jim Mclintire, Chair
Senator Joseph Zarelli
Senator Craig Pridemore
Representative Ed Orcutt
Victor Moore, OFM, Director
Cindi Holmstrom, DOR, Director

FROM: ChangMook Sohn, Executive Director
Economic and Revenue Forecast Council

SUBJECT: REVISED ECONOMIC FORECAST

We have revised the preliminary Washington economic forecast based on Global Insight's
February Control forecast for the United States.

While the state economy is still expected to outperform the U.S. economy, the weaker national
outlook will affect us as well.

The attached tables compare the new preliminary forecast with the forecast released on January
29™ as well as with the forecast adopted in November.

If you have any questions, please contact Bret Bertolin, Senior Economic Forecaster, at (360)
570-6106 or pretb@dor.wa.gov.

Cc: Governor’s Council of Economic Advisors
CMS:bb
Enclosures



Revised February compared to Preliminary February

U.S. Economic Forecast

2007Q2 2007Q3 2007Q4 2008Q1

Real GDP (Billions of Chained 2000 Dollars)

Revised February 11520.1 11658.9 11677.4 11665.5
Percent Change 3.8 4.9 0.6 -0.4
Preliminary February 11520.1 116589 11691.2 11708.8
Percent Change 3.8 4.9 1.1 0.6
Implicit Price Deflator (2000=1.000)
Revised February 1.173 1.179 1.190 1.198
Percent Change 4.3 1.8 3.9 2.7
Preliminary February 1.173 1.179 1.190 1.196
Percent Change 4.3 1.8 3.8 2.2
Real Personal Income (Billions of Chained 2000 Dollars)
Revised February 9866.0 9965.6 9979.2 10011.8
Percent Change -0.4 4.1 0.5 1.3
Preliminary February 9866.0 9965.6 9975.2 10053.5
Percent Change -0.4 4.1 0.4 3.2
Wage and Salary Employment
Revised February 13750 137.76  138.04  138.05
Percent Change 0.9 0.8 0.8 0.0
Preliminary February 137.86  138.14 138.45 138.67
Percent Change 1.2 0.8 0.9 0.6
Unemployment Rate
Revised February 4.53 4.70 4.83 5.00
Preliminary February 4.50 4.63 4.73 4.87
Mortgage Rate
Revised February 6.34 6.55 6.23 5.39
Preliminary February 6.34 6.55 6.22 6.04
3 Month T-Bill Rate
Revised February 4.75 4.35 3.44 2.26
Preliminary February 4.75 4.35 3.37 2.99

2008Q2

11652.0
-0.5
11757.9
1.7

1.202
1.3
1.198
0.5

10044.0
1.3
10162.4
4.4

137.84
-0.6
138.93
0.8

5.36
5.03

491
591

1.57
3.03

2008Q3

11750.4
34
11814.8
1.9

1.207
1.7
1.203
1.7

10097.3
2.1
10227.9
2.6

137.84
0.0
139.20
0.8

5.48
5.15

4.93
5.93

1.54
3.11

2007

11567.3
22
11570.7
22

1.176
2.5
1.176
2.5

9921.8
3.6
9920.8
3.6

137.62
1.1
137.98
1.3

4.64
4.59

6.33
6.33

4.38
4.36

2008

11724.3
1.4
11791.2
1.9

1.204
2.4
1.201
2.2

10084.4
1.6
10187.0
2.7

137.97
0.3
139.08
0.8

5.34
5.06

5.06
5.98

1.75
3.07

2009

11978.4
2.2
12105.4
2.7

1.225
1.7
1.221
1.6

10347.6
2.6
10505.3
3.1

138.96
0.7
140.68
1.1

5.62
5.11

5.57
6.43

2.53
3.84

2010

12343.2
3.0
12448.8
2.8

1.247
1.8
1.243
1.8

10675.8
3.2
10850.2
33

140.77
1.3
142.46
1.3

5.45
4.97

6.83
7.00

4.33
4.58

2011

12735.6
32
12807.5
29

1.270
1.8
1.266
1.9

11071.2
3.7
11210.8
33

142.96
1.6
144.28
1.3

5.09
4.79

7.05
7.00

4.57
4.58




Revised February compared to Preliminary February

Washington Economic Forecast

2007Q2 2007Q3 2007Q4 2008Q1 2008Q2 2008Q3

Real Personal Income (Billions of Chained 2000 Dollars)

Revised February 219.777
Percent Change 2.6
Preliminary February 219.777
Percent Change 2.6
Personal Income
Revised February 257.887
Percent Change 6.9
Preliminary February 257.887
Percent Change 6.9
Wage and Salary Employment
Revised February 2924.2
Percent Change 1.7
Preliminary February 2925.3
Percent Change 1.8
Manufacturing Employment
Revised February 291.2
Percent Change -0.2
Preliminary February 290.3
Percent Change -0.1
Construction Employment
Revised February 208.8
Percent Change 5.9
Preliminary February 209.3
Percent Change 6.7
Housing Permits
Revised February 44.432
Percent Change -63.4
Preliminary February 44.432

Percent Change -63.4

226.831
13.5
226.831
13.5

267.362
15.5
267.362
15.5

2935.3
1.5
2938.9
1.9

294.3
43
293.4
4.4

207.3
-2.9
208.0
-2.6

43.388
9.1
43.388
9.1

225.360
-2.6
225.254
-2.8

268.183
1.2
268.019
1.0

2947.4
1.7
2950.9
1.7

295.9
22
295.1
23

206.7
-1.2
207.3
-1.2

34.824
-58.5
34.824
-58.5

224.953
-0.7
225.788
1.0

269.476
1.9
270.143
32

2955.1
1.0
2961.9
1.5

296.5
0.8
295.8
1.0

205.6
-2.1
206.5
-1.6

37.716
37.6
36.873
25.7

226.056
2.0
228.376
4.7

271.695
33
273.561
52

2960.1
0.7
2972.5
1.4

296.3
-0.3
295.8
0.0

203.6
-3.8
204.3
-4.2

36.869
-8.7
38.532
19.2

233.425
13.7
235.902
13.8

281.703
15.6
283.796
15.8

2966.3
0.8
2982.1
1.3

294.5
2.4
295.0
-1.0

201.3
-4.5
202.2
-4.0

39.063
26.0
39.164
6.7

2007

222.588
4.8
222.562
4.8

261.758
7.5
261.717
7.5

2929.8
2.5
2931.9
2.5

293.2
2.5

292.3
24

207.2
6.3
207.6
6.5

44.944
-10.2
44.944
-10.2

2008

228.804
2.8
230.722
3.7

275.557
53
277.140
59

2964.7
1.2
2977.0
1.5

295.2
0.7
294.9
0.9

202.6
2.2
203.5
-2.0

38.657
-14.0
38.882
-13.5

2009

236.997
3.6
239.747
39

290.340
54
292.684
5.6

3006.9
1.4
3025.3
1.6

292.0
-1.1
292.2
-0.9

199.9
-1.3

201.4
-1.1

45.148
16.8
44.486
14.4

2010

246.578
4.0
249.319
4.0

307.588
59
309.977
59

3060.7
1.8
3075.8
1.7

293.4
0.5
294.2
0.7

200.9
0.5
202.0
0.3

47.440
5.1
47.181
6.1

2011

256.990
4.2
258.862
3.8

326.468
6.1
327.870
5.8

3113.7
1.7
31229
1.5

297.8
1.5

297.9
1.2

201.3
0.2

202.5
0.2

48.845
3.0
48.796
34




Revised February compared to November
U.S. Economic Forecast

2007Q2 2007Q3 2007Q4 2008Q1
Real GDP (Billions of Chained 2000 Dollars)
Revised February 11520.1 11658.9 11677.4 11665.5
Percent Change 3.8 4.9 0.6 -0.4
November 11520.1 11596.6 116394 11673.9
Percent Change 3.8 2.7 1.5 1.2
Implicit Price Deflator (2000=1.000)
Revised February 1.173 1.179 1.190 1.198
Percent Change 4.3 1.8 3.9 2.7
November 1.173 1.178 1.183 1.188
Percent Change 4.3 1.4 1.8 1.7
Real Personal Income (Billions of Chained 2000 Dollars)
Revised February 9866.0 9965.6 9979.2 10011.8
Percent Change -0.4 4.1 0.5 1.3
November 9901.7 10000.5 10073.4 10149.3
Percent Change 1.0 4.1 2.9 3.0
Wage and Salary Employment
Revised February 13750 137.76  138.04  138.05
Percent Change 0.9 0.8 0.8 0.0
November 137.86  138.07 13829 13847
Percent Change 1.2 0.6 0.6 0.5
Unemployment Rate
Revised February 4.53 4.70 4.83 5.00
November 4.50 4.63 4.79 4.90
Mortgage Rate
Revised February 6.34 6.55 6.23 5.39
November 6.34 6.55 6.30 6.28
3 Month T-Bill Rate
Revised February 4.75 4.35 3.44 2.26
November 4.75 4.31 3.63 3.63

2008Q2

11652.0
-0.5
11728.5
1.9

1.202
1.3
1.193
1.7

10044.0
1.3
10215.5
2.6

137.84
-0.6
138.73
0.8

5.36
4.98

491
6.28

1.57
3.74

2008Q3

11750.4
34
11810.2
2.8

1.207
1.7
1.198
1.7

10097.3
2.1
10283.1
2.7

137.84
0.0
139.09
1.0

5.48
5.01

4.93
6.34

1.54
3.84

2007

11567.3
22
11542.2
2.0

1.176
2.5
1.174
24

9921.8
3.6
9963.0
4.0

137.62
1.1
137.92
1.3

4.64
4.61

6.33
6.35

4.38
4.42

2008

11724.3
1.4
11777.8
2.0

1.204
2.4
1.195
1.8

10084.4
1.6
10254.7
2.9

137.97
0.3
138.95
0.7

5.34
4.97

5.06
6.34

1.75
3.79

2009

11978.4
2.2
12123.0
29

1.225
1.7
1.216
1.7

10347.6
2.6
10587.6
32

138.96
0.7
140.65
1.2

5.62
4.87

5.57
6.77

2.53
441

2010

12343.2
3.0

#N/A

#N/A

1.247

1.8
#N/A
#N/A

10675.8
3.2

#N/A

#N/A

140.77

1.3
#N/A
#N/A

5.45
#N/A

6.83
#N/A

4.33
#N/A

2011

12735.6
32

#N/A

#N/A

1.270

1.8
#N/A
#N/A

11071.2
3.7

#N/A

#N/A

142.96

1.6
#N/A
#N/A

5.09
#N/A

7.05
#N/A

4.57
#N/A




Revised February compared to November
Washington Economic Forecast

2007Q2 2007Q3 2007Q4 2008Q1 2008Q2 2008Q3 2007 2008 2009 2010 2011
Real Personal Income (Billions of Chained 2000 Dollars)
Revised February 219.777 226.831 225.360 224.953 226.056 233.425 222.588 228.804 236.997 246.578 256.990
Percent Change 2.6 13.5 -2.6 -0.7 2.0 13.7 4.8 2.8 3.6 4.0 4.2
November 219.600 226.982 225.347 227.611 229.479 237.471 222.568 232266 242.132  #N/A #N/A
Percent Change 2.3 14.1 -2.8 4.1 33 14.7 4.8 4.4 42  #N/A #N/A
Personal Income
Revised February 257.887 267.362 268.183 269.476 271.695 281.703 261.758 275.557 290.340 307.588 326.468
Percent Change 6.9 15.5 1.2 1.9 33 15.6 7.5 5.3 54 5.9 6.1
November 257.680 267.279 266.523 270.320 273.695 284.443 261.258 277.586 294.445  #N/A #N/A
Percent Change 6.7 15.8 -1.1 5.8 5.1 16.7 7.3 6.2 6.1 #N/A #N/A
Wage and Salary Employment
Revised February 29242 29353 29474  2955.1 2960.1 2966.3 2929.8 2964.7 30069 3060.7 3113.7
Percent Change 1.7 1.5 1.7 1.0 0.7 0.8 2.5 1.2 1.4 1.8 1.7
November 2927.0 2950.3 2960.7 2972.6 2985.8 2998.3 2937.7 2991.8 3045.8 #N/A #N/A
Percent Change 2.0 3.2 1.4 1.6 1.8 1.7 2.8 1.8 1.8  #N/A #N/A
Manufacturing Employment
Revised February 291.2 294.3 295.9 296.5 296.3 294.5 293.2 295.2 292.0 2934 297.8
Percent Change -0.2 4.3 2.2 0.8 -0.3 2.4 2.5 0.7 -1.1 0.5 1.5
November 290.3 293.5 294.6 294.0 294.0 292.9 292.0 293.3 2929 #N/A #N/A
Percent Change 0.7 4.5 1.5 -0.8 0.1 -1.6 2.3 0.4 -0.1  #N/A #N/A
Construction Employment
Revised February 208.8 207.3 206.7 205.6 203.6 201.3 207.2 202.6 199.9 200.9 201.3
Percent Change 5.9 -2.9 -1.2 -2.1 -3.8 -4.5 6.3 -2.2 -1.3 0.5 0.2
November 209.2 212.0 213.3 212.4 212.0 211.4 210.1 211.7 2104 #N/A #N/A
Percent Change 6.7 5.5 2.5 -1.7 -0.8 -1.1 7.8 0.8 -0.6  #N/A #N/A
Housing Permits
Revised February 44432 43388 34.824 37.716 36.869  39.063 44944  38.657 45.148 47.440 48.845
Percent Change -63.4 -9.1 -58.5 37.6 -8.7 26.0 -10.2 -14.0 16.8 5.1 3.0
November 44982 44634 44320 43.488 42919 42.633 48.366 43.169 44.862  #N/A #N/A

Percent Change -67.4 -3.1 -2.8 -7.3 -5.1 -2.6 -3.3 -10.7 3.9 #N/A #N/A






